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cent more? Will we continue to have a situa-
tion where rural folks don’t have access to
doctors? | don't think so.

I believe we can do better. | think you
think we can do better. And if we cool the
rhetoric and talk about the facts and have
practical and compassionate approaches to
this, we will solve this problem. I'm here in
Kansas to try to do it today.

Thank you, and God bless you all.

NoTe: The President spoke at 12:35 p.m. at the
Kansas Air National Guard ramp. In his remarks,
he referred to Maj. Gen. James F. Rueger, Adju-
tant General of Kansas; Col. Dewayne Ellinson,
Commander, 190th Air Refueling Group, Kansas
Air National Guard; Kansas Attorney General
Robert T. Stephen; State Treasurer Sally Thomp-
son; Mayor Henry Felker of Topeka; and Dennis
M. Langley, Kansas Democratic Party chairman.
A tape was not available for verification of the
content of these remarks.

Remarks in a Health Care
Roundtable in Topeka
April 7, 1994

The President. First, thank you, Con-
gressman Slattery, for hosting us. Congress-
man Glickman, thank you for coming. Gov-
ernor Finney, it’s always good to be with you.
| see former Governor Carlin out there;
thank you for coming. Most of all, thank you
to the small business people who are here
on this panel.

I'd like to spend most of my time listening
to these folks talk here and dealing with how
their specific circumstances would be af-
fected by health care reform, if we can pass
it. But let me try to set the stage, if | might,
for how we came to this place and how I
came to spend the amount of time that I
have, that my wife has, that our administra-
tion has, working on this health care issue.

Before | became President, as | think all
of you know, | was the Governor of your
neighboring State of Arkansas for a dozen
years. | grew up in a family with a mother
who was a nurse anesthetist. | grew up hang-
ing around hospitals, talking to doctors and
nurses all my life, having a passionate interest
in health care from the point of health care
providers. As a Governor, | was forced to
deal with the problem of health care from

Apr. 7 / Administration of William J. Clinton, 1994

the point of view of people who are paying
for it.

First of all, in State Government, we had
huge burdens under the Medicaid program,
which is a shared program for paying for
health care for poor people paid for by the
Federal and the State Government. And sec-
ondly, my job was to try to increase the eco-
nomic base of my State, both small and large
businesses. And | watched medical inflation
driving up medical costs rapidly.

I spent in 1990 an enormous amount of
time as a Governor, long before | ever
dreamed I'd run for President, talking to lit-
erally almost 1,000 health care providers per-
sonally in my State and hundreds of business
people about the problems in the health care
system and what could be done about it.
Without going into a great deal of detail, let
me say | reached the conclusion that we
could not solve this problem as long as we
continued to be the only advanced economy
in the entire world that could not figure out
how to provide basic health care coverage
to all of our citizens. Every country with
which we compete has figured this out, and
we haven't.

Now, we have the best doctors, the best
nurses, the best health care providers, the
best medical research, the best medical tech-
nology in the world. We also have, by far,
the most bureaucratic and administratively
costly health care system in the world.
There’s more paperwork in our system today,
and it costs more to administer this system,
by far, than any other system in the world.
We also discriminate against small business
people, farmers, and self-employed people in
the provision of health insurance; they tend
to pay more.

We discriminate also against people based
on their age or whether anybody in their fam-
ily has ever been sick or not. We also, in
a funny way—lJim Slattery alluded to this—
we actually discourage people from leaving
welfare for minimum-wage jobs because if
you stay on welfare, you're covered by Med-
icaid, the Government program for poor peo-
ple. If you take a minimum-wage job without
health insurance, you're going to lower your
income and put your children at risk because
you lose your health insurance by going to
work. Instead, you start paying taxes to pay
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for the health insurance of the people who
didn’t go to work.

These are things that are present in our
system that you don't find in other systems.
In addition, a lot of people who pay health
insurance just pay too much. This plant here,
for example, where we are, as is my under-
standing, has offered health insurance to its
employees since its beginning; with the price
of health care going up has had to ask the
employees to share the costs. 1 do not know
what they pay, and | have not even discussed
it with our host. But I'll bet you anything
that on average, they pay more than they fair-
ly could because here’s what happens: The
people who don’t have any health care cov-
erage in this country, if they get sick, will
eventually get health care. But they tend to
get it when it's too late and too expensive.
They show up at the emergency room, and
the hospital does one of two things. They ei-
ther pass the cost along to all the rest of us
who have insurance, and we pay it in higher
rates, or they eat it, and they get in more
trouble.

I was in a rural hospital in North Carolina
a couple of days ago with Mr. Bowles, who
is from North Carolina, as you can see, and
the hospital folks there told me one-half of
all their emergency room bills were from
people who had no health insurance who just
waited until they got real sick and showed
up at the door, couldn’t pay. And they were
either going to reduce the quality of care at
the hospital or pass the cost along to every-
body else in the area who had health insur-
ance.

So, is this a national problem? Yes, it is.
At any given time in America, 39 million
Americans don’t have health insurance. Dur-
ing any given year, 58 million Americans will
be without health insurance at some time
during the year, out of a total population of
255 million. Eighty-one million of us, more
than one in four, live in families where some-
body has had a preexisting condition: a child
with diabetes, a father with a heart attack,
a mother who’s had cancer. And we either
pay higher rates or we can't get health insur-
ance, or we've got a job with health insurance
but we can never change jobs, because if we
change jobs, nobody will insure us because
someone in our family has been sick. One
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hundred and thirty three million of us, a ma-
jority, are insured with lifetime limits. So if,
God forbid, we should have a child with a
pronounced and prolonged chronic problem,
we could run out of health care coverage just
when we need it most. None of these condi-
tions exist in the countries with which we
are competing for the economic opportuni-
ties of the 21st century. Only the United
States has somehow not been able to figure
out how to provide health care security to
all of its people.

Now, if we want to do that, we have some
options. But none of them are simple or easy.
If this were simple or easy, somebody would
have done it already. What are our options
to cover all Americans, to stop the cost-shift-
ing, to allow small business people and self-
employed people and farmers to buy insur-
ance on terms that are comparable to what
those of us in government or big business
can get, and to stop discrimination against
people who have had somebody in their fam-
ily that's sick or who are older workers? What
are our options?

I would argue that we only have three. We
can do what some other countries like Can-
ada do; we could have a Government-run sys-
tem. We could have private doctors and hos-
pitals, but we could abolish insurance and
substitute a tax and just pay for health care.
The only part of our system today that’s like
that is Medicare and Medicaid for poor peo-
ple. But the elderly program for Medicare
is the thing that's most like that here. That’s
the way everybody gets their health care paid
in Canada.

We could, instead of that, just build on
the system we've got, keep a private system
with private insurance, private health care
providers but organize it in a way that bad
insurance practices would be abolished and
that small business people and self-employed
people could get a break by being in buying
pools that would enable them, kind of like
a farmer’s co-op, to buy on better terms. Or
we could say, it's too hard, somebody will
be discomforted by this, and we’re not going
to do anything. Now, that's an option. But
that option means—I just want you to know
what that option means.

If we do nothing, if we don’t go to univer-
sal coverage, the following things will hap-
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pen: More Americans will continue to lose
their health insurance; medical inflation will
continue to make less and less coverage avail-
able, especially to small business. And | want
you to know what’s going to happen to your
Government, at a time when we need more
money to invest in education, training, new
technologies, and the jobs of the future. The
budget | asked Congress to adopt this year
cuts defense and, for the first time since
1969, cuts discretionary domestic spending,
and the only thing that goes up is Social Se-
curity by the cost of living and health care
costs by 2 and 3 times the rate of inflation.
Pretty soon, you’re going to be paying all your
money to the Federal Government to pay in-
terest on the debt and more money for the
same health care because we are cutting de-
fense, we are cutting investments in discre-
tionary domestic areas.

So | would argue that doing nothing is not
an attractive option. |1 would argue that we
shouldn’t have a Government insurance sys-
tem when we have a private insurance system
now that is working pretty well for people
who can take the maximum advantage of it.
That's why | argue that what we ought to
have is guaranteed private insurance for all
Americans. Eighty percent of the people
without health insurance in this country live
and work in families. Ninety percent of the
people who have health insurance, private
health insurance, get it through their place
of work. So the question is, should there be
some system through which the people who
don’t have health insurance now or who have
very minimal health insurance that doesn’t
amount to anything get an adequate insur-
ance package through their place of work?
| think the answer to that is yes, and that’s
why I'm out pushing this program.

So let me just say, my program rests on
five principles: Guarantee private insurance.
Give the people who are insured, that is, the
families who are insured, a choice, and give
it to them every year, not just once but every
year, of how they get their health care, either
through fee-for-service medicine, just pick-
ing their doctor and paying; through a health
maintenance organization; or through some
other way of getting it. But we guarantee
three choices to everybody every year. We
would outlaw unfair insurance practices. I've
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already mentioned them, cutting people off
because they’ve had somebody in their family
sick, for example. We would protect the
Medicare program for elderly people and not
fold it in, because it works and most senior
citizens like it. And we would do this—we
would guarantee private insurance by using
the workplace, because that's where most
people get their insurance now, by requiring
employers and employees to contribute to
health insurance.

Now, would that mean that some people
would pay more than they do now? Yes, it
would. It would mean that people that don’t
pay anything, for example, would have to pay
more. But keep in mind, all those folks are
benefited by the present system we have. It’s
just like the roads you drive on. We all bene-
fit from the hospitals, from the medical re-
search, from the doctors, from the nurses,
from the work done at the Kansas Medical
School. We all benefit from it. And when we
get sick, we’re going to take advantage of it
whether we can pay for it or not. But if you
want to stop cost-shifting and allow small
business people and self-employed people to
buy on competitive terms, you have to find
a way to make sure everybody’s covered from
the beginning and everyone has some re-
sponsibility for what they do.

Our figures—we’ll talk more about it with
each of these examples here—show that over
half the American people would pay the
same or less money for the same or better
insurance if our plan passed just as it is with-
out any modification, because so many peo-
ple in the small business sector are paying
exorbitant rates for limited health insurance.

We do a lot of things to help small busi-
ness. We already increased the expensing
provision, as Erskine Bowles said, from
$10,000 to $17,500 a year on the income tax.
For people who are self-employed, we ex-
tend the deduction, which is now only 25
percent for self-employed people, totally un-
fair for medical premiums, to 100 percent.
These things will help to alleviate it. Further-
more, there are discounts for businesses that
are quite small with limited profit margins
and low average wages to try to keep the cost
down. So we’ll talk about all that by going
through some of these specific examples that
are here now.



Administration of William J. Clinton, 1994 / Apr.7

The main thing | want to say is, we can
discuss the details of this plan and whether
you think all the details are right. But | do
want to make it clear that if you say there
should be no mandate and we shouldn’t abol-
ish private health insurance and replace it
with a tax the way Medicare’s funded, then
we're arguing for continuation of the present
system, never getting to the point where we
cover everybody, having the most administra-
tively expensive system in the entire world,
more money on paperwork, less money on
health care, and having this problem get
worse. There are no simple, easy answers.
We have to try to take the best answer for
America.

So having said that, let me start and ask—
I don’t know that it matters where 1 start,
but I'll start with David Porterfield, who
owns a flower shop in Topeka. Where are
you, David? Tell us what your situation is,
how many employees do you have, and
what’s your situation.

[David Porterfield explained that he once
provided health insurance for his small staff
of employees, but due to the high hospitaliza-
tion and medical costs for an employee, the
insurance rates tripled, and he could no
longer afford to offer the coverage. Through
his efforts to find another insurance com-
pany, he learned that, because he is in the
florist industry, which often has many em-
ployees who are suffering from the AIDS
virus, many insurance companies have “red
lined” florist businesses and will no longer
provide policies for them.]

The President. I'd like to make an obser-
vation about this, if I might, because you see
this quite a lot. Both cases—you have some-
one who has got a serious health problem,
a diabetes problem, with a small business,
it blows your rates up, and you can't afford
to keep your coverage; or a certain industry
gets red lined, a certain business. If you look
at it today from the point of view of the per-
son in the insurance business, trying to be
responsive and trying to still make a profit
in the American free enterprise system, if
you insure people and they’re in fairly small
pools, and one person has a huge medical
bill, that can wipe out the whole profit in
the insurance policy in the small pool. If you
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have one or two AIDS patients in a small
pool, the same thing can happen.

Now, the reason that | think that what
we're trying to do is so important to small
business people is this: What we’re trying to
do is to create the conditions that existed in
the beginning. When health insurance first
started, when Blue Cross first got started, in-
surance was just what you would normally
think. All of us were put in a big pool and
paid roughly the same rates, and it was for
the people that got sick. And we all bought
insurance against getting sick, in the same
way you buy insurance for life insurance. And
the premiums are set based on the prob-
abilities, but everybody is sort of treated the
same at a certain point in time. Well, what'’s
happened now is, we're the only country in
the world with 1,500 separate companies,
writing literally thousands and thousands of
different policies, so that people are in small-
er and smaller pools. And sometimes the ad-
ministrative costs and the profit margins
against the premium is enormous.

What we need to do is to go back to com-
munity rating where you would be put into
a very large pool, so if you had one patient,
one employee, who turned out to be a dia-
betic, that problem would be spread over a
very large number of people. And the insur-
ance business would, in effect, have to make
money the way grocery stores do, a little bit
of money on a lot of people, instead of a
sizable amount of money on a few people
where you can't afford the risk of having even
one person who's real sick and the policy be-
comes nonprofitable.

This is key. We cannot do this and be fair
to small business and really do it unless we
go to community rating and all of us can
share these risks. | think it's very important.

I'd like to go to David Hoffman, if I might,
now to make the point in another way with
somebody who kept insurance and had to pay
an enormous premium for it or at least did
until recently. Would you talk, David, about
your experience?

[David Hoffman explained that his architec-
ture firm was started in 1967, and many of
his employees have gotten older and are now
needing more medical attention. His insur-
ance premiums have increased by 35 percent
because several of his employees have needed
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surgery, and he has been forced to find a
new insurance company three different times.
He stated that the cost of the premiums are
split between the firm and the employees;
however, the firm still spends 12 percent of
its payroll on health insurance premiums.]

The President. Total, 12 percent total?

[Mr. Hoffman stated that the total amount
his firm pays for insurance premiums is 12
percent of the payroll.]

The President. Let me try to make an ob-
servation here about these two cases. Under
the plan that we propose, no one could pay
more than 7.9 percent of payroll in—no em-
ployer—for the health insurance premiums.
So in the case of the architectural firm, in
David’s firm, they would actually pay less,
considerably less, than they're paying now.
Why would they be able to pay less? Well,
because they would be, again, in a big pool
where they’d have more bargaining power,
and it would be more economical to insure
them.

Now, in the case of the florist shop, they
would obviously pay more since they're pay-
ing—they can’t get insurance now. But be-
cause it's a smaller business, they would be
eligible for a bigger discount, and for some-
where in the range of, let's say, 6 percent
of payroll, they’'d be able to get a comprehen-
sive benefit package, and no one would get
cut off.

Again, it all goes back to the economics
of scale. Now, the problem is that some peo-
ple will say—and we’ll explore this because
we're going to come to some harder cases
as we go around the table—some people will
say, “Well, that’s fine, Mr. President, but I
can't afford 4 percent of payroll. My payroll
is 50 percent of my costs of doing business,
so 4 percent of payroll adds 2 percent to the
cost of doing business, and | can't add 2 per-
cent of the cost of doing business.” Some
people say that.

Now, what we have to do is to—we need
to kind of work through that. And that’s one
reason I've asked Erskine Bowles to be head
of the Small Business Administration, be-
cause he spent 20 years starting small busi-
nesses instead of in politics or doing some-
thing else, to try to work through these
things.
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There’s no question that the ability to bear
this cost is greater if all your competitors
have to do it as well. And that’s one point
that David Hoffman made, | thought, very
eloquently. 1 was in a—we have someone
here who’s in the food service business—I
know | was in a restaurant in Columbus,
Ohio, with a woman who had 20 employees
full-time and 20 part-time and had had can-
cer. And she insured the full-time employees;
she didn’t insure the part-time employees,
and she paid high rates because she had can-
cer 5 years ago. And she said, “I'm in the
worst of all worlds; I insure my full-time em-
ployees because | feel that | should; but my
competitors don't, so they have an advantage
over me. And | feel guilty that | don’t help
my part-time employees.” And she paid very
high rates because one person—happened to
be the owner there—paid for her previous
illness.

So again, this whole thing will only work
if everyone contributes. But as a result of
contributing, you get to be in big buying
pools, so at least your rates are manageable.
In your case, | just don't think anybody
should be paying 12.5 percent of payroll for
a reasonable health insurance policy. We
know that the economics of the competi-
tion—we’ve had it analyzed by too many peo-
ple—will permit us to have a ceiling of about
7.9 percent of payroll. And you might actually
qualify for a modest, but not a great, discount
there because your employees make a good
living.

I'd like to go on now to Sheryl Wohlford,
who is from Wichita, and have her talk a little
bit about her situation because it's slightly
different. And it will get more complicated
as we go around the table to show some of
the problems we've got with this.

Sheryl.

[Sheryl Wohlford explained that she provides
insurance for the majority of her employees.
Given the fact that premiums have continued
to rise, she expressed her concern that they
will become even higher under the President’s
health care plan.]

The President. Yes, Jim.

Representative Jim Slattery. I'm just cu-
rious, Sheryl, could you tell us how much
you project that the costs for your company
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would go up in the event that the mandate
was imposed?

Ms. Wohlford. We currently pay 5.5 per-
cent of payroll, so it would be up to the 7.9
percent.

Representative Slattery. Have you had
the opportunity to visit with your insurance
agent to determine if, in fact, the benefit
package that the President’s plan envisions
was enacted, what that would do to your
costs? | mean, do you think it would bump
it then from the, what did you say, 5.5 per-
cent to the 7.9 percent?

Ms. Wohlford. No. | have not done that.

Representative Slattery. Okay. | was just
curious how that was going to affect you indi-
vidually.

Ms. Wohlford. Well, based on—and | was
doing that based on in the discussions with
the people this week, prior to this. I was in-
formed that it would raise our costs a little
bit.

[At this point, Small Business Administrator
Erskine Bowles stated that under the Presi-
dent’s plan small businesses like Ms.
Wohlford's will get better coverage at better
rates.]

The President. Sheryl asked two ques-
tions. | think we ought to try to deal with
them as forthrightly as possible. The first
question is, okay, if | have to go from 5.5
to 7.9 percent, how do | know it's going to
stay at 7.9 percent? | mean, that may be the
most important question of all. And the an-
swer to that question is—I mean, | can only
tell you where I'm coming from on this—
is that we looked at what the average em-
ployer contribution was for a good health
care plan that included primary and preven-
tive benefits—because one of the ways you
get health care costs down is to emphasize
primary and preventive benefits; nearly any
physician will tell you that—and it was about
8 percent. So we decided to go with 7.9 per-
cent. And from my point of view, if we can't
manage at that, we’ll have to find some other
way of dealing with it, not raising the payroll
cost. | just don't think we can. The whole
idea is to try to get health care costs as close
to the rate of inflation plus population growth
as possible.
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The second issue is what about people
who—if you go back to Sheryl's situation, she
went from 5.5 percent, let’s say, to 7.9 per-
cent of payroll. You should know that we pro-
vide discounts for small businesses if they
have fewer than 70 to 75 employees, and if
the average annual wage is $24,000 a year
or less. Is that right, Erskine?

So if you go over either one of those, then
the discount system goes away. But the main
reason for the difference—and 1 haven't
looked at the health care package—is that
she’s on a 50-50 cost share. And the reason
we went to an 80-20 is that that was the
average cost share of employers and employ-
ees in the private sector insured now. But
I'll bet you that the package will be better,
too, as a result of that, because again of the
bulk buying plan. So even she would benefit
from that.

But we've got to be up front about this.
Not everybody pays less. Some people pay
more, and that’s part of the assessment you
have to calculate. But | do think you can rely
on the 7.9 percent. | do not believe the Con-
gress would enact a program and | do not
believe that 1 would support it unless we
could do that.

And let me also say, we had lots and lots
of insurance actuaries and others look at this
for a year and constantly labor over the costs.
So we would not knowingly do anything that
would run the cost up. And I will say that,
as Erskine was reminding me earlier, our
ability to predict these costs now is far better
than it used to be. We've been pretty good
about predicting what’s going to happen to
our medical costs for the last few years. And
I think that ability is pretty well intact.

Let’s go on now to James Heiman, who’s
in, again, in a different situation. And I'd like
for him to talk about his businesses and what
he does about it and how he thinks he’'d be
affected by this.

[James Heiman stated that he employs ap-
proximately 61 people in his agricultural re-
lated companies and provides health insur-
ance for all his employees. However, due to
a heart attack he suffered and the decline in
health of another employee, the cost of his
premiums increased by 2 to 3 percent. He
has since found a more affordable policy but
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is still concerned about the rising cost of
health insurance under the President’s plan.]

The President. | think there’s a lot of
well-founded skepticism about the ability of
the Government to fix anything; | understand
that. And that’s one of the reasons that | did
not want us to get into a situation like the
Canadian health care system, which a lot of
people | respect favor, which is inexpensive
administratively but has huge cost problems
because it’s all Government financed. If you
save the private insurance system, and you
keep the employers and the employees di-
rectly involved in trying to manage their
costs, then our view is that we’ll have much
better luck in trying to control the costs in
the future.

But under your situation, you would plain-
ly pay considerably less because you would
not only have a maximum of 7.9 percent, but
with about 60 employees—I understand
that’s about how many you have—you would
qualify for some kind of discount there,
which I think would be important.

And let me explain why the administrative
costs would go down. Presently, if you have
1,500 separate companies writing thousands
of different policies and you overlay on that
the Government’s program of Medicare and
Medicaid, every doctor’s office and hospital
in America has to hire a huge number of peo-
ple to figure out what is and isn’t covered
under every policy. Every insurance com-
pany in the country has to hire a huge num-
ber of people to figure out what is and isn’t
covered. So instead of facilitating the pay-
ment of health care bills for people who have
paid their insurance, you literally have an un-
told number of people in the doctor’s offices
and the hospitals and the insurance company
figuring out what is and isn’t covered. And
the burden of that is staggering.

I visited the Children’s Hospital in Wash-
ington the other day, and they estimated that
they could have another 100,000 children’s
visits a year if the doctors and the nurses
had a single form with a single benefit pack-
age as opposed to what they've got now. It
was a staggering encounter. And | would
urge any of you—I don’t know if there are
any doctors and nurses in the audience, but
I spent a lot of—I've got a friend at home,
a man in Washington, who grew up with me,
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who just had to hire—there’s two doctors in
his office, and they have a lot of clerical work-
ers. Now they’ve had to hire a third person—
or a fourth person—to do nothing but just
telephone insurance companies all day trying
to get payments as they struggle to find out
what is and isn’t covered. And that's why we
can simplify this.

And a lot of people say, well, if you put
small businesses in these big alliances and
buying pools, that’s going to be a huge gov-
ernment bureaucracy. Let me just give you
one concrete example, because in order to
give you good rates, you have to be in a big
buying pool; that's what we talked about for
the florist shop or the architects or anybody
else. The State of California just set up a
small business buying pool, put 40,000 busi-
nesses and their employees in it. They hired
only 13 people to operate it, and the insur-
ance premiums for the people in the pool
all went down this year instead of up. And
Florida is starting it and having the same ex-
perience.

So the question on these alliances is, how
do you have enough cooperative buying
power, just like the old-fashioned farmers co-
ops which you have in Kansas and Arkansas,
to give the small business people the same
sort of break that those of us in government
and big businesses have.

Dan, were you going to say something?
You look like you were about to.

Representative Dan Glickman. Sheryl,
do you cover 100 percent of the self and fam-
ily, or just the self coverage?

Ms. Wohlford. We pay 50 percent of ei-
ther. If it's a family plan, we pay 50 percent.
If it’s a single plan, we pay 50 percent.

Representative Glickman. One of the
things that struck me is that a lot of people—
small businesses—will pay the self, but not
the family. And so they may be paying $150,
$180 a month per employee for self but not
the $450 for the family. And they worry,
under this plan, whether they would in fact
be paying more. But the numbers that I've
seen under your plan indicate that 80 percent
payment rate under the premium rate of a
7.9 percent in a majority of cases would result
in lower premium rates, even combining self
and family. Is that correct?
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The President. That’s correct because—
for a couple of reasons. One is—and | don't
think it applies, though. We've got to be care-
ful; 1 don’t want to overclaim. I don’t think
it applies to Sheryl. If you've incorporated,
it wouldn’t apply.

But, for example, we've got a lot of small
business—and we’re going to Regina in a
minute; | think she’d be covered like this—
we have a lot of small businesses where the
small business, let’s say, has four or five em-
ployees, and there’s a family policy for the
owner of the small business. And then they
may or may not cover the individuals who
work for them. The family policy alone is
often so expensive and if it's under a self-
employed provision, only 25 percent of it is
deductible under the income tax code, that
when you look at the 100 percent deductibil-
ity we would provide, plus the ability to buy
more insurance at a lower cost, there are an
awful lot of small businesses in this country
who could insure their families and their em-
ployees and their families for less money than
they're paying just for their family policy
today. And a lot of farmers—there are a huge
number of farmers that are in that situation
just because their family policies are so high
and because they don’t have any access to
these buying pools.

[Administrator Bowles explained that group-
ing small businesses into large buying pools
will lower the cost of health care for small
businesses and will help them to become
stronger. He also stated that simplifying the
insurance system and reducing the amount
of insurance forms will make the system more
cost effective and will enable them to provide
health insurance to those who do not have
any |

The President. You don't feel strongly
about that, do you? [Laughter] That was
great. Thank you.

I'd like to now ask Regina Jaramillo to talk
a little bit about a situation in her restaurant.
And let me preface this by saying that one
of the toughest issues that we face here is
the restaurant business, because you have a
lot of part-time employees; you have a lot
of young, single employees who don't feel
like they need health insurance and probably
think they're going to live forever; you have
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a lot of businesses operating on relatively nar-
row profit margins. And it is an enormous
part of our economy now; over 40 percent
of the American food dollar is spent eating
out. So this is a very big deal and probably
in some ways the biggest sector of our econ-
omy with large numbers of workers without
insurance. You also have lot of part-time em-
ployees and a lot of turnover. So I'd like to
hear her talk a bit about that.

[Regina Jaramillo explained that she and her
husband gave up their old jobs and their
health insurance to run their small family
restaurant. Although they have bought an in-
surance plan for their own family, they would
like to provide health insurance for the 12
people they employ in their restaurant. How-
ever, she found that insuring all her employ-
ees would cost her more than 10 percent of
her payroll, a price too high for her to afford.
She expressed hope that the President’s plan
will help her to insure her employees at a
lower cost.]

The President. Let me ask you some-
thing. What percentage of your total cost of
doing business do you estimate is in labor
costs, what you pay your employees?

Ms. Jaramillo. My payroll? My payroll
was at approximately—excuse me, | did write
this down—$886,000 a year that | pay in pay-
roll.

The President. But of your total costs of
operations, what would you say that is? Is
that about half your total cost of operations,
and the rest is food and utilities and the oper-
ations——

Ms. Jaramillo. Oh, I'd say it's at least a
third.

The President. About a third. So | just
want to try to lay this out, because actually
you are in—because your restaurant is small,
we estimate that you would qualify for the
maximum discount, and you could actually
insure your employees for about what you're
paying now for your family under our pro-
gram, because you’'d go to a big buying pool
and because you’d be eligible for a discount
because you're a very small business. But it's
not fair to say that all food service workers
would be like you because—there are a lot
of restaurants that have 100 employees or
150 employees, so they don't qualify for dis-
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counts. They would have to pay the 7.9 per-
cent.

So in your case, if our plan were to pass,
we think that there would be no increase for
you or just absolutely minimum, because you
would qualify for the small business discount
to a maximum degree. But let’s say you had
a restaurant of 100 employees or 200 employ-
ees, some of them have 200 employees, with
a lot of part-timers. You would only pay for
the part-timers when they were actually
working. You'd have no responsibility when
they don't work for you. At 7.9 percent—
then the real cost, additional cost of doing
business would be one-third of that because
the payroll is a third of total cost or some-
thing less than 3 percent.

And that’s what we have to figure out, to
what extent could all restaurants pass that
on if they were all in the same boat, if they
were all treated the same way? Would we
change our habits, our eating habits, if our
food prices went up that much? Would more
of us eat at home? | mean, these are the
kinds of questions that it's hard to answer.
But my instinct is that if all the competitors
in this business were treated the same way,
that most of us have ingrained habits of eat-
ing out because we have more and more fam-
ilies where both the man and the woman are
working and working longer hours, and |
think it's doubtful that habits would change
within that range, where the maximum in-
crease—if 100 percent of it were passed on
to the customers, which it might not be—
was still less than 3 percent.

In Regina’s case it wouldn't happen that
way, but it would in a case of a cafeteria with
150 employees, if our plan passed just as it
is, with the 80-20 match. But for the smaller
businesses, again | would say, families still
have to pay too much for their health insur-
ance if they have to buy them as individual
families. So you would get a 100 percent de-
duction instead of a 25 percent deduction
for the premium you pay, plus a discount.
So you'd be able to insure your employees
for about what you’re paying now.

Let's go on to Alonzo Harrison, who runs
a construction company, and let him talk
about his situation, because this again is a,
I think, a pretty typical small business situa-
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tion where he’'d get some discount but would
still have to pay more.

[Alonzo Harrison explained that he cannot
afford to provide insurance for his employees
but tries to help them find insurance compa-
nies who will cover them at a reasonable cost.
He also explained that a recent trip to Wash-
ington, DC, made himiill.]

The President. You ought to try living
there. [Laughter] Actually, it’s not bad.

[Mr. Harrison then said that he would like
to provide health insurance for his workers
but is concerned about the cost. He also stat-
ed that many of his employees are seasonal,
and he is concerned that health insurance be
made portable under the President’s plan to
cover seasonal employees during the months
that they do not work for him.]

The President. Our program, as pro-
posed, would make health care entirely port-
able, including for part-time employees. And
essentially what would happen is the employ-
ers and the employees would have the re-
sponsibility for paying while the employee
was working for the employer. And then—
or seasonal workers, when you weren’'t work-
ing, then the Government would help to
make sure that the plan is portable and peo-
ple kept it year-round. It would be the same
plan.

For part-time employees, as opposed to
seasonal workers, the same thing would be
true. It depends on how you define part-
time, but if the worker worked more than
10 but less than 30 hours a week, the em-
ployer would have a responsibility to pay for
some of the premium but not the full pre-
mium. You have to go over 30 hours a week
before he’d have to pay for the full premium.
And again, if there were differences, then the
Government would help make up the dif-
ference there. So the responsibility would be
there, but it would be based on how much
time the employee is actually working for the
employer.

In your case, because you have a smaller
business—except when you're hiring your
seasonal employees full-time—you would
qualify for a small business discount. Could
you afford this if it was between 4 and 5 per-
cent of payroll?
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Mr. Harrison. We think so. But again,
since we’re not paying it now, it would be
an extra cost. And since our profit margin
still isn't where we’d like for it to be, that
means we're going to have to do something
as it relates to raising our prices; meaning
then that, yeah, we could put that into part
of our budget, but then the cost is going to
be in our bid.

The President. Would it help knowing
that everybody that competed with you had
to do the same thing?

Mr. Harrison. Absolutely.

The President. 1 mean, since at least in
the contracting work that you do, presumably
the work has to be done. Somebody’s got to
have it done by someone.

[Mr. Harrison explained that the high cost
of workman’s compensation is of great con-
cern to him because his business involves
work that can be dangerous to his employ-
ees.]

The President. One of the things that
we’re working on doing—we haven't figured
out how to solve it entirely yet, but I think
would make a huge difference to small busi-
nesses, especially to people like you with big
workman’s comp bills, but a lot of businesses
that aren’t particularly dangerous have big
worker’s comp bills—is to try to figure out
a way to take the health care portion of work-
er's comp and at least have some common
administration of it so that you're not, in ef-
fect, paying twice for it. Because right now,
as you know, worker’'s comp is a disability
program, it’s an unemployment program and
it's a health care program, all three. But if
you have a health care system, we think we
can figure out how to moderate a lot of the
health care portion of worker’'s comp costs,
which has accounted for approximately 50
percent of the rate increases in State after
State in the last few years, in this health care
thing. And that would also be a big boost
to small business, because it’s all part of the
same cost of operations.

Jim? Anybody else have anything they
want to say?

[Representative Slattery stated that Congress
will address the issues that the participants
discussed and will try to pass a plan that re-
quires everyone to contribute to the health
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care system so some businesses will not be
paying more than others.]

The President. I'd like to emphasize that
for most of the last 20 years, big businesses
have paid way more than their fair share of
the health care, and the rest of us have sort
of ridden along with them. I mean, you've
got some companies paying 15, 16 percent
of payroll for health care. In other words,
they’ve paid more than the percentage of our
total wealth we spend on health care. And
the rest of us have benefited from that.

Now, big businesses and governments are
finding that they can get competitive ar-
rangements and buy health care for less
money or at least they don’t have to go up
as much as inflation anymore, which is going
to put more and more pressure on small busi-
ness, which is why we've got to find a way,
unless we want more and more people to
be without insurance altogether, while we've
got to find a way to get everybody insured
and then get them in these larger pools.

Let me just make one remark that I meant
to say to our friend with the construction
company. He said some of his best workers
were over 60, including his father. Let me
tell you, the fastest growing group of Ameri-
cans are people over 65. More and more
Americans are going to work well into their
seventies. The average 18-year-old is going
to change jobs eight times in a lifetime now.
You have people in their late fifties and six-
ties losing their jobs because the defense
business is cutting back. And there they are,
59 years old, some of them still with kids
at home not even out of high school, having
to find new jobs.

This health care issue is a big issue. And
one of the things that I think is very impor-
tant about community rating is that we not
discriminate against people in their sixties
who are otherwise healthy and able to be
good workers. Because if you do that, you're
going to make it harder for people to change
jobs.

And one of the reasons that America—be-
lieve it or not, with all of our economic prob-
lems, we have a lower unemployment rate
than all of our major competitors except
Japan. We're now creating more jobs than
all of them. And one of the reasons is that
people can move freely in and out of the job
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market. But it's going to be harder and hard-
er and harder for older people unless we re-
move this discrimination against age.

So your company would be especially
helped by that. In other words, you'd be able
to buy insurance on much fairer rates if we
said that vigorous working people in their six-
ties shouldn’t be charged more than vigorous
working people in their thirties. It would
make a big difference. But again, | will say
since the odds are still greater that a 60-year-
old will get sick than a 30-year-old will get
sick, the only way the insurance industry can
provide this health insurance and not go
broke is if you have big pools of people where
the risk can be broadly spread. That's the
only fair way to do it.

Dan, you want to say anything?

Representative Glickman. Can | just
make a couple of comments? One is, is that,
Erskine, | appreciate your comments about
workman’s comp. The bill actually does not
fold the health part of workman’s comp into
it. If it did, I think you’'d probably get almost
unanimous support in this audience, because
that is an extraordinary rising cost. And that’s
something we need to work on to include.

The other thing is that a majority of people
do pay health insurance. But | wonder, we
got this as an 80-20 mix. I wonder if right
now the majority of people who employ 50
or less, are they paying 80 percent, or does
that include all businesses all the way to the
top?

The President. That includes all busi-
nesses all the way to the top. I do not know
what the average is for people with 50 em-
ployees or 60 employees or less.

Representative Glickman. If Sheryl pays
50 percent now, one of the things that strikes
me that maybe we ought to consider is that
80 percent may be a little rough for smaller
businesses. And maybe we need to start
with—after all it's 50-50 under Social Secu-
rity now, and | don’t know if that’s the right
percentage, but maybe there is a way to bring
that number down and then over a period
of years perhaps slide it up or something,
because for a lot of the very small businesses,
| bet you find a lot of them aren’t paying
80 percent. | know the big companies are
paying up to 100 percent as you say. And
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that’s just something that we may want to
think about.

The President. You're at 50-50; you're at
80-20. What were you when you had insur-
ance?

Ms. Wohlford. We were 50-50.

The President. In part of his business
you're at 100.

Representative Glickman. So, it’s just a
thought.

[Administrator Bowles stated that small busi-
nesses will continue to pay high costs for
health care until there is health care coverage
for all Americans and until small businesses
are incorporated into large buying pools. A
participant then asked what could be done
to discourage the large number of lawsuits
against physicians.]

The President. For doctors worried about
being sued? You mean, physicians worried
about being sued?

Q. Physicians, hospitals, yes, the whole
group.

The President. We've proposed two
things in our bill. First was limitation on the
percentage of lawyers’ fees in the contin-
gency cases. The second is something that
has actually worked to hold down medical
costs where it’s been tried, and that is to give
different kinds of doctors the benefit of med-
ical practice guidelines developed by their
own professional associations nationally, that
if the doctor can demonstrate that he or she
followed these guidelines, that raises a pre-
sumption that the doctor was not negligent.

Now, this is a big deal in rural areas. This
could be a big deal in rural Kansas, For ex-
ample, where you've got a lot of general prac-
titioners who are out in the country and
somebody shows up with a broken arm or
someone needs a baby delivered and a lot
of doctors just won't do it anymore. They just
won't do it. They won’t even set simple frac-
tures in some of the country places in my
State. They’'ll send them to the biggest medi-
cal center where there’s a specialist, where
the cost is 5 times as great. And so what we've
tried to do—the State of Maine had an expe-
rience with this, basically developing simple
practice guidelines. It's funny. We do it with
pilots all the time. That’s why every time one
of us gets up in an airplane with somebody
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else, we expect the pilot to have the practice
guidelines. That's what they are. And they
are checked.

And if we could give that to doctors and
just not say that there can be no negligence
but just say that that raises a presumption
that the doctor did the right thing, we believe
that would drive down malpractice rates con-
siderably and let doctors free to practice
medicine with common sense instead of just
bending over backwards to order a lot of
tests. For example, in cases—oftentimes,
when they know they shouldn’t do it, but
they’re just guarding against a lawsuit.

Q. I have a question about part-time em-
ployees, and it sort of would apply to Regina’s
situation as well. I employ several retired ex-
ecutives that deliver flowers for me, and it’s
a job they love to do. And they come with
a wonderful work ethic, and you know, I'm
glad to have them. They also come to me
with Cadillac health care packages that
they’ve gotten as benefits upon their retire-
ment. What is going to happen to those pack-
ages that they have in place under your plan?
And also, what about—I have one employee
who works one day a week. Am | responsible
for his health care?

The President. If the employee works less
than 10 hours a week, the answer is no. Isn’t
that right, Erskine?

Administrator Bowles. Also, you're not
responsible for covering anybody who works
less than 10 hours a week. You're not respon-
sible for covering anyone who is under the
age of 18, period. And you're also not re-
quired to cover anyone who is under the age
of 24 who is also a full-time student.

The President. And | believe, in addition
to that, you've asked me a question slightly
different from the way it's ever been asked
me before. But I believe that all retiree
health plans are left intact, and that there-
fore, you would not have the responsibility
to pay for someone who is a retired worker
with a retiree health plan from another com-
pany. I believe that is right.

If it's wrong, I'll get back to you and tell
you. But I’'m almost sure that’s right because
one of the things we've tried to do is make
sure that people like retired State employees
and other people who knew weren't going
to have their benefits that wrote, if they hap-
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pen to have a better plan than our minimum
plan. So if they've got the kind of plan you
say, my belief is that they would not be re-
quired to be covered.

Let me just say one thing in closing in re-
sponse to what Jim Slattery said. The tough-
est part of this is obviously the mandate
which is why we tried to work out a discount.
The main thing | want you to know is | have
no interest in the Government running the
health care system of the country. I am trying
to use the power of the Government to orga-
nize the market so that small business people
and self-employed people can get access to
good benefits and so that these kinds of dis-
criminatory practices that insurance compa-
nies follow today will not have to be followed
in order for people to make money in insur-
ance.

And I believe you have to require everyone
to be covered in order to stop the boat from
leaking because there’s always going to be
people who will be dropping their folks even
if others pick them up if we adopt these new
changes. So it seems to me that that is some-
thing we just have to work through.

That is the whole concept that has led
some of the small business groups to oppose
what we're doing. But I think it’s also impor-
tant that you understand that 1 will not sign
a bill that does not have discounts for very
small businesses with low payrolls and low
profit margins. 1 won't do that. I want a bill
that preserves the private delivery system we
have and that makes the competition that is
working very well now for Federal employees
and for large businesses available for people
in the small business sector.

But | think that none of it will get done
unless we can provide the security that every
American will know there will always be
some health care coverage there, that will
also stop a lot of the unfair cost-shifting and
permit people to compete on a more even
basis. So that is what we are trying to achieve.
I hope that you will be supportive of all the
Members of your congressional delegation
without regard to party in trying to work
through this with less rhetoric and more re-
ality.

You know, I've tried to just get around
here and listen to people’s real life stories
and try to work through the real life stories
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in a way that solves the problem and permits
America to take advantage of what we have
which is the best medical delivery system in
the country and fix what we have which is
the worst financing system in the world.
We've got the best medical care in the world
and the worst financing system. We ought
to be able to figure out how to do that. I
think we can. And we have to do it in a way
that permits small business to flourish be-
cause small business is the main generator
of new jobs for the American economy.
Thank you very much.

NoTe: The President spoke at 2:03 p.m. at the
Topeka Foundry and Ironworks Co. A tape was
not available for verification of the content of
these remarks.

Remarks in a Town Meeting in
Kansas City, Missouri
April 7, 1994

Mr. Wendall Anschutz. Welcome to
News 5's town hall meeting with President
Bill Clinton. Tonight the President joins us
to talk about the health care crisis in our
country and his plans to reform the health
care system. It’s a rare opportunity for people
in the Midwest to talk face to face about their
concerns. So, ladies and gentlemen, please
welcome the President of the United States.

The President. Thank you, Wendall, and
thank you, Ann. Thank you, ladies and gen-
tlemen here in Kansas City and those in
Tulsa, Topeka, and Omaha, who are also join-
ing us.

I came here tonight to talk to you a little
bit about my hopes for health care reform
for America and to listen and learn from you
and to try to answer your questions. I'd like
to make a brief opening statement, if I might,
and sort of summarize what is in our adminis-
tration’s health care proposal.

Let me begin by saying that |1 have been
interested in health care a long time. My
mother was a nurse anesthetist. | grew up
around hospitals. 1 watched health care
change and diversify. | was an attorney gen-
eral when | had to fight for the rights of our
elderly people in nursing homes in my State.
And then, for a dozen years, | was a Gov-
ernor, when | saw, every year, our State have
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to pay more and more and more in Medicaid
program—that’s the Government’s program
for poor folks and for elderly people in nurs-
ing homes—oftentimes paying 2 and 3 and
4 times the rate of inflation for the same
health care.

I have, in the last 4 years, since long before
I ever thought about running for President,
talked to literally thousands of doctors and
nurses and health care professionals and fam-
ilies who have been dislocated by the health
care system. And | decided that we had to
do something about it for the following rea-
sons. And let me just try to set them out
for you.

First of all, our country is the only ad-
vanced country in the world that doesn’t pro-
vide health care security for all of its citizens.
All the countries we compete with, all the
wealthier countries, provide health security.
Only the United States does not do that. And
we pay a dear price for it.

We're a nation of about 255 million peo-
ple. At any given time, 39 million of us are
uninsured. In every year, 58 million are unin-
sured. Eighty-one million Americans live in
families where there’s somebody with a so-
called preexisting condition, where there’s
been a child with diabetes or a daddy with
a heart attack or a mother that’s had cancer.
And what that means is that they can’t either
get insurance or they pay much more than
anybody else, or they can never change jobs
again, because if they change jobs they’ll lose
their insurance.

There are so many Americans who have
special problems. | met a young woman again
at the airport here in Kansas City today, a
wonderful young woman named Vicki Waite,
a young girl that has brittle bone disease. She
came to see me back during the campaign,
and | was glad to see her again. Her mother
gave me a letter, sort of talking about their
hopes and their dreams and their worries
about the health care system. | could tell you
a lot of stories about that.

But I think we have got to find a way to
cover everybody. Another thing that you will
recognize here in Missouri because you see
it in the changing job market, people are
changing jobs more than ever before. And
it's very important that people be able to
change jobs without losing their health care,



